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KEY ECONOMIC INDICATORS 
(Current terms, $ million except where stated) 


1987 1989 


Average exchange rate (1TD=) $1. 


DOMESTIC ECONOMY 

Population (in millions) 
Population growth (%) 

Gross Domestic Product (GDP) 
Gross National Product (GNP) 
Per capita GDP 

GDP (in millions 1980 dinars) 
GDP % real growth 

Consumer Prices (% change) 


PRODUCTION AND EMPLOYMENT 
Labor force (in millions 
Unemployment (% yearly average) 
Mfg Production (based on GDP) 
--Percent change 
Consolidated Govt Deficit 

(net of debt repayment) 
Government Deficit as % of GDP 


BALANCE OF PAYMENTS 

Exports (Goods and Services) 3383 
Imports (Goods and Services) 3483 
Trade Balance - 100 
Current Account Balance - 82 
Foreign Direct Investment (new) 127 
Foreign Debt (year end) 5409 
Debt Service paid 1041 
Debt Service/current receipts 26. 
Forex reserves (year end) 471 


-S.-TUNISIAN TRADE 

. Exports to Tunisia (Goods) 180. 
Imports from Tunisia (Goods) 38. 
Trade Balance 141. 
share of Tunisian exports is 
share of Tunisian imports . 
Bilateral Aid: Economic oh. 
Military 34. 


49.3(b) 
31.4(b) 
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Sources: Budget Economique, Ministry of Plan 
Institut National de la Statistique 


(a) Latest official figure. Actual rates reach 25% in some areas. 
(b) First quarter of 1990. 





SUMMARY * 


Economic performance for 1989 was mixed. Crops were bad due to a second 
successive year of drought and agribusiness did poorly. However, 
manufacturing, particularly export industries, did well. New oil 
discoveries now being developed should keep Tunisia a net exporter of oil 
until the middle of the decade. Under its economic liberalization 
program, Tunisia has initiated sweeping tax reforms and is moving forward 
with privatization at an accelerated pace. Exports and private 
investment increased; foreign exchange reserves are adequate; and 
inflation has been held relatively in check. However, population growth, 
unemployment, and government debt remain chronic problems. The economic 
outlook for 1990 is bright and will feature increased investment, a 
normal crop and a higher rate of real economic growth. 


The challenge to U.S. firms over the next few years will be to establish 
a foothold in Tunisia in order to take advantage of its improved 
investment climate, its strategic location and its preferential access to 
the European and North African markets. American business people will 
find in Tunisia a favorable business environment and a government that is 
actively encouraging foreign commercial ties, in particular a closer 
relationship with the United States. The Tunisian business community is 
keenly interested in fostering increased commercial ties with the United 
States and the Tunis-based Tunisian American Chamber of Commerce and the 
Atlanta-based U.S.-Tunisia Business Council, both formed in 1989. These 
organizations are working to ensure the growth of private business 
contacts. Best prospects for U.S. exporters are mining, construction, 


hotel, transportation, textile and computer equipment, and agricultural 
commodities. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Tunisia's economy registered a mixed performance in 1989. The growth 
rate of the economy was a modest 3.1 percent in real terms, well below 
earlier projections. Agricultural performance was poor as a result of 
Tunisia's second successive year of severe drought. The drought finally 
broke at the end of 1989; the 1990 cereals crop will be average. 
Tunisia's overall economy is very sensitive to the performance of the 
agricultural sector, and drought increases the already high unemployment 
rate and brings high grain import bills, resultant balance-of-payment 
pressures, and general stagnation of the economy. Despite the very real 
progress Tunisia has made in liberalizing investment laws and attracting 


and developing industry, the economy is still substantially weather 
dependent. 


Yet there were bright spots. Although agribusiness did poorly, the 
manufacturing sector, especially export industry, turned in a good 
performance. Merchandise exports, some 70 percent of which go to France, 
West Germany and Italy, were up some 35 percent in dinar terms, with 
textiles leading the pack and nosing out tourism to become Tunisia's 
leading foreign exchange earner. However, tourism remains the leading 
net foreign exchange earner because of the high import content of textile 
exports. Tunisia is making progress toward its long-term goal, an 
export-led industrial economy. Yet working toward this goal requires 
increased import levels for investment and raw materials over the medium 
term. The horizon is a bit brighter for Tunisia's oil sector. Tunisia 
is running out of easily exploitable oil resources, and the country has 
long been considered a couple of years away from becoming a net importer 
of petroleum. However, recent discoveries, including one by Marathon Oil 
that wiil supply 20 percent of Tunisia's current needs, should keep 
Tunisia a net exporter of oil for several more years -- perhaps until 
1995. Projected development of new natural gas fields will maintain 
Tunisia as a net energy exporter. 


*Prepared July 1990 
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Tunisia now has foreign exchange reserves of about $950 million -- enough 
to cover its import bill for almost three months. Principal hard 
currency earners in 1989 were tourism and exports of oil, phosphates, 
textiles and agricultural products. Total exports, including tourist 
revenues, totaled $4.3 billion, while imports totalled $4.7 billion 
resulting in a $457 million trade deficit. Tunisia's favorable 
investment codes, preferential access to the European Community (EC), and 
concessional financing by EC governments have attracted several hundred 
European joint venture investments. Commercial relations with the United 
States, while generally at a lower level than with Europe, are expanding 
with the signature of bilateral tax and investment treaties, Tunisia's 
accession to the General Agreement on Tariffs and Trade and inauguration 
of the private sector-oriented Joint Commission on Trade and Investment, 
the Atlanta-based U.S.-Tunisia Business Council, and the Tunis-based 
Tunisian American Chamber of Commerce. 


Liberalization, Trade and Investment 

As part of its continuing economic liberalization program, the Tunisian 
Government enacted sweeping tax reforms in late 1989. The reforms reduce 
maximum corporate tax rates to 35 percent starting in 1991 and cut the 
maximum personal income tax rate for 1990 to 35 percent. Privatization 
is another key feature of Tunisia's economic liberalization program. 
Since 1986 the Tunisians have sold off 28 government enterprises for a 
total value of $104 million. Most of these sales took place in 1989. 

The complex liberalization program is now moving forward at an 
accelerated pace. 


Despite the Tunisian Government's programs and reforms aimed at 
encouraging both domestic and foreign investment, new investment was 
slower than predicted for most of the year. However, for the first time 
in several years, private investment increased in 1989 and by year end 
there was a general increase in registered intentions to invest. The 
Tunisian Government is actively promoting foreign joint venture 
investments. The French Government has made joint venture financing 
available to French firms interested in Tunisia and has sponsored several 
investment missions. Italy has provided financing and a credit line for 
investment and trade. One American bank, Citibank, operates a 
full-service domestic commercial bank in Tunis. Tunisia would like to 
see more U.S. investment in tourism, agribusiness, aquaculture, and 
manufacturing, including textiles and electronics. 


The Tunisian economy continues to deal with some very basic problems. 
Fortunately, inflation has been held relatively in check to 7.4 percent 
in 1989. Perhaps 2 percent of this rate stemmed directly from a 17 
percent increase in government subsidized food prices in August 1989. 
Salary levels remained steady during the year, with the consumer feeling 
the pressure resulting from higher prices and constant wages. Tunisia's 
population is young and rapidly increasing (2.4 percent annually), and 
taking underemployment into account, real unemployment is in the 25 
percent range (over 30 percent among youth). The unemployed include the 
unskilled as well as the skilled and educated. Although Tunisia succeeds 
in creating about 40,000 new jobs per year, this covers only about half 
the new entrants into the labor market. 


Tunisia's debt management and payment record is exemplary; Tunisia has 
never requested rescheduling. The Tunisian Government's debt service 
burden is relatively high. The country's $5.6 billion debt equals about 
60 percent of GNP and involves an annual servicing burden of $1.2 
billion, about 24 percent of current receipts. Even with these 
continuing problems, the general health of the Tunisian economy has 
greatly improved since its 1986/87 severe balance-of-payments crisis. 
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The Ben Ali government retains considerable popular support and has made 
some moves toward political liberalization and multi-party 
representational government. Nevertheless, in late 1989 there were some 
Signs of social unrest. Strikes and confrontations were harnessed by 
Islamic fundamentalists looking for political gain among the economically 
depressed sectors of the population. The ruling party holds all 
parliamentary seats as a result of 1989 elections. The mid-1990 
municipal elections were boycotted by the opposition and could represent 
a significant setback to the effort to reform the political system. 


A Look Forward 


Tunisia is in full compliance with IMF performance targets and economic 
goals for 1990 include an improved growth rate, higher levels of 
investment and job creation, as well as a tight rein on the balance of 
payments. First third indications are that the improvements Tunisia's 
economic planners targeted for 1990 are being realized. Tunisian 
cabinet-level reviews place economic growth at 5.1 percent and confirm 
that investment continues to grow and may be higher than predicted for 
the year. The agricultural sector is expected to register 20 percent 
growth in constant prices as compared with 6 percent in 1989; the 1990 
cereal grain harvest is expected to total 1.2 million metric tons, a 
normal crop outturn after two successive years of drought. Both public 
and private consumption will exceed predictions as a result of improved 
agricultural earnings. Increased salaries and strict monitoring of the 
budgetary and current account deficits will be required. Nevertheless, 
the major indications are good, and the outlook for the economy is 
brighter that it has been in several years. 


B. IMPLICATIONS FOR AMERICAN BUSINESS 


Investment Climate 


Increasing private investment is one of the cornerstones of Tunisia's 
structural adjustment program adopted in August 1986. By liberalizing 
the investment code and streamlining administrative procedures, Tunisia 
has made strides in improving the investment climate. Most recent 
indications are positive, and investment is certainly on the upswing. 
Companies that manufacture for export only enjoy the broadest 

advantages. Although there are no free zones per se, the entire country 
is in effect a free zone because exporting firms enjoy the same benefits, 
no matter where in the country they are located. 


Taking advantage of geography and its access to the European market, the 
government is promoting Tunisia as a "Platform to Europe." Labor rates 
are low compared with those in Europe, and Tunisia's preferential access 
to the European market is expected to continue after 1992. Many European 
firms are manufacturing here now. A large percentage of these companies 
are engaged in apparel and electronic components assembly operations. 


The Tunisian business community is keenly interested in fostering 
increased commercial ties between the United States and Tunisia. The 
Tunis-based Tunisian American Chamber of Commerce and the Atlanta-based 
U.S.-Tunisia Business Council, both formed in 1989, are working to ensure 
the growth of private business contacts. 


Bilateral Investment and Double Taxation Agreements 


Negotiations on a Bilateral Investment Treaty (BIT) between the United 
States and Tunisia were completed in early 1990. The BIT was signed in 
Washington during President Ben Ali's State Visit in May 1990. It is now 
awaiting ratification by the U.S. Senate and the exchange of instruments 
of ratification necessary to bring it into force. The treaty contains 
provisions on national treatment of American companies in Tunisia, 


expropriation, remittance of profits, and international arbitration of 
disputes. 
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Tunisia also has investment agreements with the United Kingdom, Sweden, 
Italy, France, Belgium, the Netherlands, Germany, Romania, Switzerland, 
Libya, Egypt, Mauritania, Mali, Togo and Senegal. Agreements are also 
under negotiation with Canada and Spain. Tunisia currently grants 
preferential customs tariffs to Algeria, Saudi Arabia, Bahrain, Cote 
d'Ivoire, United Arab Emirates, Iraq, Jordan, Kuwait, Libya, Morocco, 
Mauritania, Niger, Senegal, Sudan and Syria. 


In October 1989, the United States and Tunisia also signed a Double 
Taxation Treaty, under which both countries have agreed to avoid double 
taxation on corporations or individuals active in both countries. It is 
now awaiting ratification by the U.S. Senate and will enter into force 
once instruments of implementation are exchanged. 


OPIC Programs 


The U.S. Overseas Private Investment Corporation (OPIC) has an agreement 
with Tunisia dating from March 6, 1963. OPIC's insurance portfolio in 
Tunisia currently covers three American investments in Tunisia, and 
several additional projects have been registered with OPIC. OPIC has not 
yet financed projects here, although both OPIC and the Tunisian 
Government have indicated an interest in financing investments here if 
suitable projects are identified. 


Trade Prospects 


According to Tunisian Government statistics, the United States was 
Tunisia's fourth largest supplier in 1989, with sales of $222 million. 
This figure is dwarfed, however, by imports from France, which reached 
over $1.1 billion in 1989, Italy (almost $600 million) and Germany ($510 
million). The largest component of imports from the United States was 
agricultural commodities, much of it financed by U.S. Government foreign 
aid and export credit programs. Other items include mechanical 
equipment, chemicals, iron and steel, unrefined sulphur, electrical 
equipment, metal tools, and plastics. 


Overall, raw materials and semifinished goods accounted for nearly 
one-third of all imports. Principal items included petroleum products, 
textiles, machinery, vehicles, electrical equipment, cereals, plastics, 
pharmaceutical goods, and scientific equipment. In 1989 Tunisia's 
manufacturing industries expanded 4.8 percent, with the textile industry 
being the star performer with a growth rate of 10.2 percent. 


The Tunisian business community is keenly interested in fostering 
increased commercial ties with the United States. American goods and 
services enjoy a good reputation, although products should conform to 
local specifications and international standards. American business 
representatives should be able to deal in French, or have someone who can 
deal in French on their behalf. A good agent/distributor is a must, as 
is a willingness to be persistent and follow up on contacts and potential 
business opportunities. 


One of the major barriers to increased sales of American products in 
Tunisia is lack of knowledge. Many American firms are unaware of the 
business potential Tunisia offers, and many Tunisians do not know how to 
identify potential sources of supply in the vast American market. The 
network of contacts being established by the Tunisian American Chamber of 


Commerce and the Business Council should at least partly alleviate this 
problem. 


A big constraint to American exports to Tunisia is financing. Many of 
the United States competitor nations have extended heavily subsidized 
lines of credit to Tunisia which are used to finance Tunisian purchases 
of goods and services. In addition, some governments offer similar lines 
of credit to finance joint ventures between their companies and Tunisian 
firms. Many American firms trying to penetrate this market have found 
that they lose out to European firms not on the basis of quality or price 
but because they are not able to offer the same attractive financing 
packages available to the competition. 





Best Prospects tor US. Exporters 


Agriculture: Agricultural commodities continue to lead the list of U.S. 
exports to Tunisia, a trend which should continue in the near future. 
While most of these commodities are either donated or sold under U.S. 
Government assisted programs (PL-480, EEP, etc.), commercial purchases of 
certain items are made as well. 


Tunisia is also focusing attention on development of its agribusiness and 
food processing sector with the hope of increasing vertical integration 
in agriculture. Opportunities exist for joint ventures in this area, as 
well as for American firms specializing in equipment for packaging and 
marketing of processed agricultural products. 


Mining and Construction: American mining and construction equipment 
continues to sell we in Tunisia. In a related field, Tunisia is 
beginning the process of air and water pollution clean-up, especially in 
the Gabes region where pollution is heavy as a result of the phosphate 


industry. Opportunities exist for the sale of American environmental 
clean-up equipment and technology. 


Medical: Medical equipment, ranging from basic hospital supplies to 
sophisticated machinery such as scanners, is in demand. One of the most 
popular and best-attended catalog trade shows that the embassy hosted 
recently was on medical technology. 


Tourism: Tourism is Tunisia's second largest earner of foreign 

exchange. Over 2 million people visited Tunisia in 1989, most of them 
Europeans on package tours. The Tunisian Government has plans to expand 
existing facilities over the next decade. U.S. participation in this 
sector has been negligible to date, but there are opportunities for sales 
of hotel and restaurant equipment, industrial cleaning and air 
conditioning machinery, elevator equipment, etc. 


Transportation: Most of Tunis Air's equipment is Boeing and the airline 
has ordered two additional 737's for delivery in 1992, with options to 
buy three others. In April 1990 the Tunisian Government announced plans 
to upgrade the air traffic control system. With the development of the 


new free port at Zarzis, Tunisia will be expanding its existing port 
handling facilities. 


Textiles: The textile sector was the leading export earner in 1989. At 
the same time, however, the sector imported large quantities of inputs, 
including machinery, raw materials, and design expertise. There is 
certainly room for U.S. manufacturers to increase their sales to the 
textile industry here. 


Computers: Most U.S. computer firms already are represented in Tunisia, 
which 1s a booming market for such products. There are many 
opportunities for sales to the Tunisian Government, athough the lack of 
mixed credit financing has made U.S. firms less successful than their 
European counterparts. The market for personal computers and software 
will continue to grow. 


Most major purchases by the Tunisian Government are by international 
tender. The lead time for bid submission is often short. U.S. firms may 
have to obtain the documents and translate the bid into French for 
submission in as little as one month. Thus, a good local agent who can 
respond quickly to government tenders and maintain contact with clients 
is an invaluable asset. Tunisian buyers are also concerned about 
after-sales service on equipment and prefer to have a local office to 
turn to for maintenance. Firms wishing to develop an agent or 
distributor relationship with a Tunisian company may use the Commerce 
Department's Agent/Distributor Service through the nearest district 
office. Periodic visits to clients by company officials are advisable. 
The Commercial Section of the U.S. Embassy in Tunis assists U.S. business 
representatives by providing current market information, making 
appointments, and identifying business contacts. 





FINDING AN AGENT 


A good agent who is well-connected can greatly shorten the time it takes 
to carry out bureaucratic formalities--perhaps the greatest hurdle to 
anyone doing business in Tunisia. The agent's knowledge of the local 
market is invaluable in identifying outlets for the company's products. 
It is especially important for companies that intend to do business with 
the Tunisian government to find a well-placed agent who can provide 
advanced information on government tenders and their specifications, and 
has experience in putting together bids and can offer translation 
services. Government tenders often carry very short time limitations, 
which can disadvantage the foreign company that is ill-prepared. 


The choice of agent is doubly important as there is no way, short of 
trial and error, of guaranteeing an agent's quality. Companies should be 
prepared to exercise patience when choosing an agent; they may have to 
try several agents before they find one with the qualitites that they 
desire. 


Most Tunisian agents represent several companies providing a range of 
products. This multi-representation can limit the attention they pay to 
any one company's products. Tunisian business instincts may not result 
in the type of marketing strategy an American company would expect or 
want. Personal contact with the agent before and after a contract has 
been signed is very important to ensure that the American company secures 
an agent with whom they feel confident and that the agent understands the 
American company's expectations. 


Where to Go for Further Information 


Americans interested in developing business in Tunisia may wish to 
contact the U.S. Department of Commerce, Office of the Near East, Room 
H2039, Washington, D.C. 20230, (202) 377-2515 or 377-2353 or the U.S. and 


Foreign Commercial Services' district offices throughout the United 
States. 


Other offices outside of the Department of Commerce that may be of 
assistance include the U.S. Trade and Development Program in Rosslyn, VA 
(703) 875-4357; the Overseas Private Investment Corporation (202) 
457-7139; the Export-Import Bank of the United States (202) 566-8808; the 
Tunisian Embassy in Washington (202) 862-1850; and the U.S./Tunisian 
Business Council in Atlanta (404) 956-1407. 


An office in Tunisia which U.S. companies should familiarize themselves 
with that can offer assistance is the Tunisian-American Chamber of 
Commerce is located at 127 Avenue de la Liberte, 1002, Tunis, Tunisia, 
Tel. (216) (1) 283-450, FAX: (216) (1) 786-553. 


U.S. companies interested in investing in Tunisia should contact the 
agency established by the Tunisians to offer complete assistance. The 
agecies are: The Agency for the Promotion of Industry (API), at 63, rue 
de Syrie, 1002 Tunis, Tunisia, Tel: (216) (1) 785-510 or 287-600, Telex: 
14166; and The Agency for the Promotion of Agricultural Investments 
(APIA), 62, rue Alain Savary, 1003 Tunis, Tunisia, Tel: (216) (1) 
288-091, Telex: 14280. 


The American Embassy is located at 144 Avenue de la Liberte, 1002 Tunis, 
Tunisia, Tel: (216) (1) 782-566, FAX: (216) (1) 789-719, Telex: 13379 
AMTUN TN. Elizabeth Dibble is the Commercial Attache. 


*% U.S. Government Printing Office : 1991 - 282-906/20038 








